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Shovers, Marc

From: Russell, Faith

Sent: Wednesday, March 16, 2005 10:52 AM
To: Shovers, Marc

Subject: substitute amendment

Hi, Marc.

Here is the relevant text from a memo | wrote describing the request for substitute amendments. Bob said to have them
drafted for LFB. Let me know if you have any questions. Thanks.

Proposed Substitute Amendments

Under the proposed substitute amendments, the increase in the deduction for medical care insurance
premiums paid by an individual whose employer does not contribute toward the individual's medical care
insurance from 50% to 100% would take effect for tax year 2005, as provided under the bills. However, the
proposed deduction for medical care insurance premiums paid by an individual with no employer and no self-
employment income would be phased in over a three-year period, starting with tax year 2006. Under these
provisions, 33.4% of the cost of such premiums would be deductible for tax year 2006, 66.7% of such premiums
would be deductible for tax year 2007, and 100% of such premiums would be deductible for tax years 2008 and
thereafter.

Faith Russell

Fiscal Analyst
Legislative Fiscal Bureau
608-266-3847
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Referred to égk’nnt Survey Committee ... ' |
/Mﬁw” |
1 AN ACT to amend (b) 20. (intro.) and 71.07 (5) (a) 15.; and to create
2 71.05 (6) (b) 35. of the statutes; relating to: creating an individual income tax

3 N subtract modification for amounts spent on medical insurance premiums by —
ff‘} =7 sdj : ¥ ;

; i
@\ certain individuals. 4 fier ;wé‘;ﬁ yeup )|

A\ *f’g;\\”‘” Analysis by the Legislative Reference Burea ded uckion For sty (1S ans)

;n 5?65&‘3&{; é’%‘? gé@
Under current law, there is an individual income tax deducti n%or 50 percent £

of the amount paid by a person for a medical care insurance policy that covers the
(AW person, his or her spouse, and the persons dependents if the person)s employer pays- . $s 5;24*
. ijgc’é’% no amount of money toward the person’s medical care insurance. X /7, 2©7 /4" P

ia‘?:;z o0 L——""""This %ill lcreates an individual income tax deductm\n}for (100 pern onLa

fopcerE in 3 fﬁ}*‘}iiij

o amount paid by an individual for a medical care insurance pohcy ‘that covers i
Qﬁ‘g individual, his or her spouse, and the individual’s dependents if the individual, other
F than a self-empioyed person, has no employer Wm&w@m@m‘aﬁ

WM%M@M&%W@M%g

Fhis bill will be referred to the Joint Survey Committee 6 Tax Exe 3 for”

a detaﬂed analyms’"’“‘whtehww«;ll be printed as an appendix-te-this- W }

| For further MM1ﬁh“see the state fiscal estlmate whlch wﬂl be printed as jg
apendiX to this bill. « —

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
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1 SECTION 1. 71.05 (6) (b) 20. (intro.) of the statutes is amended to read:

2 71.05 (6) (b) 20. (intro.) For taxable years beginning on or after January 1,

3 1995, and before January 1, 2005, an amount paid by a person who is the employee

4 of another person if the person’s employer pays no amount of money toward the

5 person’s medical care insurance, for medical care insurance for the person, his or her

6 spouse and the person’s dependents, calculated as follows:

7 SECTION 2. 71.05 (6) (b) 35. of the statutes is created to read:

8 71.05 (6) (b) 35. For taxable years beginning after December 31, 2004, an

9 ~ amoEEE Bfnd by an 1nd1v1duaWﬁf ersor to whomsubd. 19. apphi es/f@“‘
10 imWho is the employee of another person if the individual’s employer
11 pays no amount of money toward the individual’s medical care insurance, for medical
12 care insurance for the individual, his or her spouse, and the individual’s dependents,
13 calculated as follows:
14 a. One hundred percent of the amount paid by the individual for medical care
15 insurance. In this subdivision, “medical care insurance” means a medical care
16 insurance policy that covers the individual, his or her spouse, and the individual’s
17 dependents and provides surgical, medical, hospital, major medical, or other health
18 service coverage, and includes payments made for medical care benefits under a
19 self-insured plan, but “medical care insurance” does not include hospital indemnity
20 policies or policies with ancillary benefits such as accident benefits or benefits for loss
21 of income resulting from a total or partial inability to work because of illness,
22 sickness, or injury.
23 b. From the amount calculated under subd. 35. a., subtract the amounts
24 deducted from gross income for medical care insurance in the calculation of federal

25 adjusted gross income.
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ASSEMBLY BILL 6 SECTION 2

c. For an individual who is a nonresident or part—year resident of this state,
multiply the amount calculated under subd. 35. a. or b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. 35. c., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. 35. a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state.

mCTION 8. 71.07 (5) (a) 15. of the statiites is amended to read:-.

.y

o o

under section 213 of the Internal Revenue Code that is exempt from™ f:axatlon under

s. 71.05 (6) (b) 17. to 20 and 35 and the amounwalmed as a deduction for a

v«m V‘_(y’

long—term care insurance policy un&er seci;mn '213 (d) (1) (D) of the Internal Revenue

%
f”ﬁ

Code as defined in section 77025 ) of the\lnternal Revenue Code that is exempt;

@i T
5
%

fr()m taxation under S 71, 05 (6) (b) 26. ‘”%% ;
\ SECTION 4. In1t1al applicability. %\ /

\ -

%

(1) This act first applies to taxable years beginning on J é\ﬁugw 1, 2005. );‘
\ -

R /

— (END) 4

e, o
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7 1 6”(5) (a) 15. The amount claimed as a deduction for medical care 1nsurance \
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1 f SECTION 1. 71.05 (6) (b) 20. (intro.) of the statutes is amended to read: w
|
2 f 71. 05 (6)‘ (b) 20.. (intro.) For taxable years begmnmg on or_ after January 1, (;
| T
3 i 1995, and before January 1, 2005, anw&nt paid by a person Who is the employee !
,JM" MQ
4 E,\ of another person 1fwﬂh&p€rsons employer pays no amount of money toward the g
i T o . . \MMWML . ;
5 | peﬁggplsfiﬁ”edmal care insurance, for medical care insurance for the person, his or her f

it

6 _spouse and the person’s dependents,calculated as. : e
A @é
7 SECTION& 71.05 (6) (b) 3% of the statutes is created to read: o 5
8 71.05 (6) (b) ;z&éé For taxable years beginning after December 31 a@;f
;@,gg %?éi“?%fg Vg»&avﬁ@g AN XA ?:, Hn
9 i{/ amount paid by an 1nd1v1dual other than a person to whom subd. 19 apphes Who

10 has no employer Qfﬁmy&pﬁmw@m&ﬂ@%&i{ theindividual’s efployer”
11 W%eﬁma@%ﬁfﬁdjﬁduﬁém@dﬁﬂm ;ﬁ%pxgﬁgor medical

12 care insurance for the individual, his or her spouse, and the 1nd1v1dua1 s dependents,
lceep hyph

13 calculated as follows ? hivEq- Liree 4 f{j ffgfe—ééfﬁ%

14 a. @Wm percent of the amount paid by the individual for medical care
15 insurance. In this Subdivision, “medical care insurance” means a medical care
16 insurance policy that covers the individual, his or her spouse, and the individual’s
17 dependents and provides surgical, medical, hospital, major medical, or other health
18 service coverage, and includes payments made for medical care benefits under a
19 self-insured plan, but “medical care insurance” does not include hospital indemnity
20 policies or policies with ancillary benefits such as accident benefits or benefits for loss
21 of income resulting from a total or partial inability to work because of illness,
22 sickness, or injury.%'! @é
@ b. From the amount calculated under subd. ﬁéf a., subtract the amounts
24 deducted from gross income for medical care insurancg in the calculation of federal

/
i

25 adjusted gross income. V
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c. For an individual who is a nonresident or part-year resident of this state,

multiply the amount calculated under subd. 35/ a.gor b., by a fraction the numerator
of which is the individual’s wages, salary, tip:, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business.\fln this subd. %j/ c%éfor married persons filing separately “wages,
salary, tips, unearned income, and ;1et earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses. /
20

d. Reduce the amount calculated under subd. %f a., b., or c. to the individual’s
#

aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state. / { g—\}

SSECTION 37107 (5) (a) 15. of the statutes is amended toread:

e, S,
g, S

/ 7 1 0’7 5). (a) 15 The amount claimed as a deduction for medical care 1nsuraﬁeQ\

s. 71.05 (6) (b) 17. to 20. and 35.. and the amount ..» ed as a deduction for a

”’&

(1) (D) of the Internal Revenue

long—term care insurance policy under sec‘fmgn )

Code, as defined in section 7702B of the Intef‘n@l Revenue Code that is exempt

«»%

/ under section 213 of the- Internal Revenue Code that is exempt fro m-tEs atlon under
l

from taxation under s. 71. 6) (b) 26.
SECTION itial applicability. N f
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1 SECTIO§dTW?155 (6) (b) 20. (intro.) of the statutes is amended ‘E:)Mg;d
2 7 1 05 (6) (b)20.. (mtro ) For taxable years Mwegwl ing on or after January 1, | 2
3 [ 1995, and before January 1, 20(32% %&ﬁ@ﬁlfg);ald by a person who is the employee ;g
4 i of another person_ if yhe»persgns employer pays no amount%efz money toward the 5 :

5 %‘\\ person,s, dical care insurance, for medical care insurance for the person;-his e7
6 pouse and.the pCl’SGI‘;S dnnnnr]anfq calculated as follows: s

3?
7 SECTION% 71.05 (6)§§b) a? of the statutes is created to read: FOof
8 71.05 (6) (b) géé; For taxable years beginning after December 31, mﬁm
//”ggmﬁ{ ééq» ore. Japu's vy 1200 s o

9 / amount paid by an 1nd1v1dua1 other than a person to whom subd. 19. applies, who

10
11 amount ofmoney toward theindividual’s medical eare insuranes;for medical
12 care insurance for the individual, his or her spouse, and the individua ependents,
13 calculated as follows: ﬁiwgw

5,)464 5% gund ﬁv@/swéw‘*i“{
14 . hindré ,percent of the amount paid by the individual for medical care
15 insurance. In this subdivision, “medical care insurance” means a medical care
16 insurance policy that covers the individual, his or her spouse, and the individual’s
17 dependents and provides surgical, medical, hospital, major medical, or other health
18 service coverage, and includes payments made for medical care benefits under a
19 self-insured plan, but “medical care insurance” does not include hospital indemnity
20 policies or policies with ancillary benefits such as accident benefits or benefits for loss
21 of income resulting from a total or partial inability to work because of illness,
22 sickness, or injury.
@ b. From the amount calculated under subd. {3/5’ ; ’ subtract the amounts
24 deducted from gross income for medical care insurance in the calculation of federal

25 adjusted gross income.
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ASSEMBLY BILL 6 SECTION 2

c. For an individual who is a nonresident or part—year resident of this state,
multiply the amount calculated under subd. %f 3%1‘ b., by a fraction the numerator
of which is the individual’s wages, salary, tips, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. %?f ?., for married persons filing separately “wages,
salary, tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

7
d. Reduce the amount calculated under subd. ,8?’1{ a}., b., or c. to the individual’s

aggregate wages, salary, tips, unearned income, and net earnings from a trade or

business that are taxable by this state.

o
e

Code, as defined in section 77 02B (b)-of the- Internal Revenue Code that is exempt |

from taxation under s. ’7 1,05 (6) (b) 26. S

SECTION 4. 1tlal applicability. !
T/B \\, /
\1 (1) This act first applies to taxable years beginning on J anuary 1, 2005. |

N
R (END) /

long-term care insurance pohcy un&ar SeCﬁOﬁ 213 @) (1) (D) of the Internal Revenue
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SECTION 1. 71.05 (6) (b) 20. (intro.) of the statutes is amended to read:.. -

71. 05 (6) (b) 20. (intro. ) For taxable years beginning on or after January 1

i
i

rson-who 1 is the employee

of another person if the persons employer pays no amount o“fmoney toward the

person’s medical care msurance for medical care insurance for the person, his or her

e e ———

s

n scalculated as follcg,: —

spouse and the person’s depende;
SECTION/% 71.05 (6) (b) 29?/ of the statut31s crated to read:
71.05 (6) (b) 3?./ For taxable years beginning after December 31, W
amount paid by an individual, other than a person to whom subd. 19. applies, who
has no employer qr¥ho i

pays.noamount of money” tawyd\tWﬁwﬁ%m méuwma%for medical

care insurance for the individual, his or her spouse, and the individual’s dependents,

calculated as follows:

a. One hundred percent of the amount paid by the individual for medical care
insurance. In this subdivision, “medical care insurance” means a medical care
insurance policy that covers the individual, his or her spouse, and the individual’s
dependents and provides surgical, medical, hospital, major medical, or other health
service coverage, and includes payments made for medical care benefits under a
self-insured plan, but “medical care insurance” does not include hospital indemnity
policies or policies with ancillary benefits such as accident benefits or benefits for loss
of income resulting from a total or partial inability to work because of illness,
sickness, or injury. g

b. From the amount calculated under subd. %;, subtract the amounts

&

deducted from gross income for medical care insurance in the calculation of federal

adjusted gross income.

}zﬁg?;,?
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c. For an individual who is a nonresident or gart—year resident of this state,
multiply the amount calculated under subd. 5?’ a. %r b., by a fraction the numerator
of which is the individual’s wages, salary, tips;, unearned income, and net earnings
from a trade or business that are taxable by this state and the denominator of which
is the individual’s total wages, salary, tips, unearned income, and net earnings from
a trade or business. In this subd. 3@55%}01' married persons filing separately “wages,
salary, tips, unearned income, andiet earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

d. Reduce the amount calculated under subd. §§;§a., b., or c. to the individual’s
aggregate wages, salary, tips, unearned income, ang net earnings from a trade or
business that are taxable by this state.

SECTION 3. 71.07 (5) (a) 15. of the statutes is amended to read:

71.07 (5) (a) 15. The amount claimed as a deduction for medical care insurance

under section 213 of the Internal Revenue Code that is exempt from taxation under

7 gg’j ﬁ?{’\jﬁagf 2%
s. 71.05 (6) (b) 17. to 20. d&@ /3 5.5‘ and the amount claimed as a deduction for a
long—term care insurance policy under section 213 (d) (1) (D) of the Internal Revenue
Code, as defined in section 7702B (b) of the Internal Revenue Code that is exempt

from taxation under s. 71.05 (6) (b) 26. e #H.O7 (s ji,é,; 53@
7 j};-{; 2 §{;§if}%é‘5§

SECTION 4. Initial apphcablhty
The treptment s f s@etiopy > o
(1)/ 'ﬁh@ﬁ/&@%ﬁrst apphes to taxable years beginning on January 1, 2005. e

(END)




